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March 25, 2008

The Honorable ROBERT C. BYRD

President Pro Tempore of the Senate, Washington, D.C. 20510
The Honorable NANCY PELOSI

Speaker of the House of Representatives, Washington, D.C. 20515

DEAR SENATOR BYRD AND SPEAKER PELOSI:

We are pleased to transmit the record of our February 27 public hearing on “China’s Views of
Sovereignty and Methods of Access Control.”” The Floyd D. Spence National Defense Authorization Act
(amended by Pub. L. No. 109-108, section 635(a)) provides the basis for this hearing.

In this hearing, the Commission was generally told that the United States and China do not share a
common view of sovereignty and that China is actively attempting to protect and expand its sovereignty.
While strengthening its military capability to defend sovereignty claims, China is simultaneously pursuing
legal and diplomatic avenues of influence. Areas that potentially pose the greatest challenges to the
United States are in the domains of outer space and cyber space.

The opening panel on China’s Views of Sovereignty started with Dr. Allen Carlson of Cornell
University who asserted that, although “we commonly perceive China as having a sort of absolutist and
unyielding position on sovereignty,” in fact “its position has evolved and developed as its become more
deeply integrated in the international economic and political system.” He stressed the gradually evolving
nature of sovereignty concepts in the People's Republic of China, which have changed as the government
has interacted more with other countries. Dr. June Teufel Dreyer of the University of Miami asserted that
the PRC's position has evolved to a more rigid stance on issues of sovereignty. She reported that since the
1989 Tiananmen Square protests, the Chinese government has taken an uncompromising position in favor
of absolute state sovereignty in order to prevent outside entities from potentially aiding domestic political
unrest.

Dr. Robert Sutter of Georgetown University was featured on the second panel looking at China's
methods of advancing its sovereignty by non-military means. He stated that China's foreign policy has
shifted toward a “Gulliver Strategy,” whereby China attempts to build greater economic interdependence
with its Asian neighbors, including U.S. allies, so that these countries are more supportive of China and
less likely to join with the United States in efforts to pressure China. Dr. Sutter added that the "Gulliver
Strategy" has served to reinforce stability in Asia — which is consonant with the overall interests of the
United States, but that China remains a dissatisfied and aggrieved power. There is no guarantee that



changes in the balance of power and influence in Asia will not prompt China to adopt more coercive
means against Taiwan.

The third panel addressed China's methods of advancing its sovereignty by military means and
featured Mr. Roy Kamphausen of the National Bureau of Asian Research and Mr. Peter Dutton of the
Naval War College. Mr. Kamphausen pointed out that the Chinese military is the largest contributor of
forces to United Nations peacekeeping operations, of any Security Council permanent member, and its
growing capabilities and international activities are increasingly being used as an instrument to
consolidate and extend China’s sovereignty. Examples of this include greatly increased naval patrols in
contested waters and increased air surveillance flights over contested areas. Mr. Dutton noted that China's
interpretation of passage rights within its maritime Exclusive Economic Zone (EEZ) continues to differ
from that of the international community. He said China contends the right of free passage in the EEZ
under the Law of the Sea Treaty does not extend to reconnaissance missions by military aircraft of other
nations. The United States does not agree with that interpretation.

Dr. Jim Lewis of the Center for Strategic and International Studies and Mr. Philip Meek of the
Department of the Air Force were the final panelists of the day and addressed China's views of
sovereignty in outer space and cyber space. Mr. Meek explained how China uses "legal warfare” or
"lawfare,” to describe a type of preemptive advocacy and/or lawmaking regarding controversial issues
with the objective of advancing China's position. Dr. Lewis asserted that the best response by the United
States is continually to "assert its rights consistent with international law and practice."”

The prepared statements of the hearing witnesses and the complete hearing transcript can be found
on the Commission’s website at www.uscc.gov. Members of the Commission are available to provide
more detailed briefings. We hope this hearing and its materials will be helpful as the Congress continues
its assessment of U.S.-China relations.

Sincerely yours,
(';%% (T @J}@d\ig_

Larry M. Wortzel Carolyn Bartholomew
Chairman Vice Chairman

cc: Members of Congress and Congressional Staff
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military power and resolve also seem important in deterring aggressive or assertive Chinese actions in
Asia. Were US or other key powers to decline in ability and resolve, the chances of China taking
aggressive action to secure territorial or other sovereign interests might increase.

In sum, China’s use of non military means to preserve and enhance its sovereign space meshes with
Gulliver strategies of the United States and many of China’s Asian neighbors. The result is stabilizing and
beneficial for US interests. However, the convergence of these respective Gulliver strategies remains
fragile and subject to change.

Panel Il1l: Discussion, Questions and Answers

HEARING COCHAIR FIEDLER: Thank you very much.
Commissioner Esper.

HEARING COCHAIR ESPER: Thank you for your opening
remarks, Dr. Sutter. Very interesting. You outlined the Gulliver
strategy, so to speak, whereby China attempts to engage the United
States through greater integration, but what other strategies and
techniques might Beijing pursue, non-military ones, in order to
advance its sovereignty?

This is the fundamental question for the panel today. What other
methods might we see or have you seen them use historically to
advance or protect their sovereignty?

DR. SUTTER: History is full of episodes of aggressive Chinese
behavior toward the region, particularly in the Maoist period. My
point and my sense of what's happening now is that China's approach
to the Asian region is not only reflective of China's confidence in its
economic growth and its adroit diplomacy, but it's also very defensive.

And so to have aggressive aspects to their approach to the region
is difficult to do at this time. They're not in a command position in
my judgment. Specialists will disagree on this issue. In other words,
some see China very confident, on the march, but others will say
there's a lot of cause for diffidence and uncertainty in China, and I'm
more on the latter side.

In particular, the main thing they worry about is U.S. power.
The United States is very powerful in Asia-Pacific, and so to try an
offensive approach, an aggressive approach--they did try it to a degree
in the 1990s, and it failed. This was a very overt effort to be assertive
against U.S. power and pressure, and so | tend to say for the time
being this isn't going to happen.

They're sort of stuck with this Gulliver strategy. Would they
like to have a more assertive policy toward the United States and to
expand China’s sovereign space in the region? | think so. Can they do
it? No. My sense is they recognize this would be counterproductive if
they tried.

And so what could they do? They could do all sorts of things.
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They could have aggressive approaches toward Taiwan. They could
have aggressive approaches toward the South China Sea. They could
be very assertive vis-a-vis Japan and other things. There is all sorts of
things they could do, but I think the circumstances and the cost and
benefits as seen from the Chinese leadership are such that the ability
to do so is quite limited.

HEARING COCHAIR ESPER: But might you be able to catalog
a standard set of practices that they use to effect their positions? For
example, with regard to China's image abroad, including human rights,
they pursued the Olympics. A couple years ago with regard to Taiwan,
they passed domestic legislation that presumably could be a cause for
action against Taiwan. Those are just two examples. One, very
legalistic; the other, arguably a strategic communications play or the
marketing of China.

DR. SUTTER: Uh-huh.

HEARING COCHAIR ESPER: Have you seen these activities on
other issue areas, and what else would you include in that set of non-
military means, and then the ultimate question, how might we see them
employ these techniques with regard to cyberspace and outer space?

DR. SUTTER: It's a very complicated question that you're
asking, and I'll do the best I can to answer it. | guess the thing that
I'm impressed with is how the Chinese administration constantly has to
adjust to changing circumstances.

The first big change that happened in the early part of this
decade is energy security. The Chinese had to adjust to this. They
became so dependent on energy and they needed so much more energy
because they're putting so much effort into high-energy industries in
China, this caught them by surprise, and so they had to adjust to this
situation in a way that this is a real security dilemma for them because
they don't control the lines of communication that their energy that
comes from abroad comes through.

How do they deal with that situation? They have to adjust to
this, and they have tactics for dealing with the sort of thing which is
basically trying to avoid major commitments or major risks or major
costs that would change basically what they see for the time being as
on the whole an advantageous position for China in the region and in
the world. 1 think they're basically satisfied with what they're getting
from the world to this point.

They're not satisfied about their sovereignty, but basically for
the time being they're satisfied with their position.

The latest thing that's come down the pike, and this is just in the
last year or so, is climate change. How are they going to position
themselves on climate change? So this notion that people have that the
Chinese leaders have this strategy, they have this way of thinking that
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somehow is going to tell you what they're going to do, | think it isn't
borne out by the record of what you see the Chinese doing.

You see the Chinese often scrambling. You know what I'm
saying by scrambling? They're trying to deal with changed
circumstances that they don't control and this is a big determinant of
how they act, and these two examples I've just given you are just
things that if | were doing a book about China in 1999, | wouldn't have
put this in the book. Climate change? | wouldn't put that in there.
And energy security? Probably not.

But these things have just, these are fundamentally important for
the position of China in the region, for the position of China in the
world, and so they scramble to come up with effective strategies to
deal with this situation. So my point is that Asian conditions are
changing and they will have to continue to adjust. And they don't
control it.

HEARING COCHAIR ESPER: Okay. Thank you.

HEARING COCHAIR FIEDLER: Commissioner Wessel.

COMMISSIONER WESSEL: Thank you, Dr. Sutter, for being
here today. 1I'd like to ask some questions about your literature
reference, the Gulliver. | guess that would mean that the Chinese view
themselves as the Lilliputians in this endeavor.

DR. SUTTER: Uh-huh. You don't want to take this too far, sir.

COMMISSIONER WESSEL: No, I'm not taking it too far, but--

HEARING COCHAIR ESPER: 1.3 billion of them.

COMMISSIONER WESSEL: 1.3. Yes, that's true. My question
is we've seen, and clearly we're in a political time right now, but
increasing concerns in the U.S. about the power of China, the
migration of manufacturing, et cetera.

Has the changing perception of the public here in any way
affected Chinese views as to their sovereignty, the tools, as
Commissioner Esper was just talking about? Do they understand that
many don't view ourselves as the Gulliver anymore but maybe a lot of
Lilliputians on both sides of the Pacific?

DR. SUTTER: Thank you for your question. When | assess this
kind of situation, I don't see fundamental change in how the Chinese
view the United States at this point.

COMMISSIONER WESSEL: Do they understand--

DR. SUTTER: They understand us very well.

COMMISSIONER WESSEL: But they understand the changing
viewpoint?

DR. SUTTER: The view in the United States, yes, they
understand this very well. And sometimes they think it's a trick. They
say this. | just read a piece by the Foreign Affairs Journal that said
they claim that the CIA uses personal power parity to designate
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China's economic power because it's a trap to get China to do more in
commitments to international aid and to pay more in the U.N. and
other such things, that this was a scheme for the United States to do
this.

Now, this is probably just one extreme view, but | think they
dismiss this kind of talk. Frankly, I think they do it with good
justification, in my own judgment. As a specialist looking at this
issue, the opinion in the United States is one thing; the actual reality
of the United States is something else it seems to me.

Several of you have been through these cycles before.
Americans get very excited about rising powers and get very nervous
about the United States in that context, and we're in an emerging
recession. This is a time that we often get this way. And there are
realities here. There's no question about that. Big realities. China is
rising, but the point I would raise here is that I've examined this very
carefully. U.S. power is overwhelming vis-a-vis China, and the things
I look for that might help you in understanding--at least how | feel
about this--look for China to undertake major commitment, major cost,
major risk in areas that they wouldn't ordinarily do it.

They don't do this. They don't do this at all. And there's only
one power in Asia that takes major costs, major risks and major
commitments, both in the security area and in the economic area, and
that's the United States, and Asian government leaders--and I've talked
to 175 of them over the last four years--they understand this
completely, and they say we need this.

I can go into chapter and verse on why they need it, but it seems
to me the Chinese understand this, too. The Chinese officials I've
talked to, they understand this too, and | don't think it's just spin. I'm
an old CIA analyst. | know what denial and deception is. It may be
partly denial and perception, but I think it's reality as well.

What | see coming from China is that, no, they've made this
change as of 2001, change in that they said the U.S. is going to be the
dominant power for some time to come; we're working in that context;
this isn't changing fundamentally. And thus far | haven't seen any
indication that they see a big change.

COMMISSIONER WESSEL: So that would lead me to believe
that any claims of unfairness--and this goes back, as you're pointing
out, historically, issues with Japan that the U.S. has had in rise, fall,
and all the various other historical approaches--that our belief that
trade is unfair and unbalanced is an inappropriate approach for us to
take in that they are a rising power who deserves more.

For example, global warming. They believe that we've been able
to harvest many of the benefits and it's now their turn. Am | correct?

DR. SUTTER: No, I'm not saying that. I'm just saying be
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confident of U.S. power.

COMMISSIONER WESSEL: | am confident of U.S. power. I'm
interested in how China perceives us at this point and our current
thinking.

DR. SUTTER: On dealing with issues like trade unfairness?

COMMISSIONER WESSEL: Yes. Yes.

DR. SUTTER: I think they're worried. | think they're quite
worried about the trends in the United States. | think this is the key
area that they're most worried about because they seem to have a good
relationship with the administration, but this is something that's
coming from within the country--the United States--this pressure for
fair trade rather than free trade, and | think they worry about this
because it's very hard to control.

If the U.S. goes into a recession, this is even harder to control
politically, and so the administration, even if it's a free trade
administration like the Bush administration, can't control this very
well. So they worry about that element.

I think on the whole they feel there's a sort of stasis in U.S.-
China relations which is basically satisfactory for them, and they see it
as satisfactory for the Bush administration as well. Both sides
emphasize the positive; they tend to put aside, not give a lot of
emphasis to, the differences between our countries, which are very
long and very many, and on the whole that works.

But in this area it doesn't work so well, and this is getting worse
from their point of view. And so the pressures, yes, | think they
anticipate there could be more pressures from the United States and
they're watching this very carefully. And what they can do about it is
react.

I don't know--they can maybe adjust their currency and they
seem to be speeding up the devaluation of their currency. They may be
able to do something on IPR and things of that nature, but I think the
pressures are something that there is just this enormous trade deficit
that we have with China, and | don't think they have a good answer for
that one.

So | think this is going to be a big problem for U.S.-China
relations, and the question is how big? And | don't think they feel
they can really control it so they're just going to have to react to it.

COMMISSIONER WESSEL: Thank you.

HEARING COCHAIR FIEDLER: Commissioner Bartholomew.

VICE CHAIRMAN BARTHOLOMEW: Thank you, Dr. Sutter.
It's always interesting to hear your testimony. Thank you both for
coming here today and thank you for all the service to the government
of the United States over your different careers.

Former Commissioner Tom Donnelly, who no longer serves on
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the Commission, used to talk about the problem of free riders. | mean
that the U.S. is bearing the cost of maintaining peace in Asia and
peace other places in the world and other countries are benefiting. As
you were talking | found myself thinking about the Sun Tzu concept--
that you defeat your enemy before you even have to go to the
battlefield.

So there is this economic growth and this increased network of
relationships, diplomacy, political, all of these things that are going
on if we talk just in Asia. How do we reconcile that with this view
that the Chinese recognize that they aren't doing, maybe they aren't
doing anything aggressive because they don't need to do anything
aggressive in order to accomplish what they want to accomplish? We
don't know a whole lot about their intentions.

And then the second piece | would put out there is if that's the
case, how do we deal with growing concern or think about or even
reconcile growing concern in India about China's growth, and the
whole sort of triangulation that is going on, U.S.-China-India and
some of the other countries that have been participating, even
Singapore?

DR. SUTTER: Thank you. 1| think China is taking advantage of
the existing order in the Asia- Pacific region. | think it benefits from
this in many respects.

But there are down sides for China, too. And the down sides for
China are that they still receive a lot of pressure to change their
political system and this is a great indignity to them. The U.S. is
building up a closer military relationship with Taiwan. This is a gross
violation from their point of view.

The U.S. remains the dominant power in Asia. It builds alliance
and military relationships with countries all around China's periphery,
and they have to be quiet about this because if they make a big fuss
over it, they'll be seen as confrontational and that didn't work in the
1990s, and they probably judge it won't work very well now.

The U.S. is very dominant in the world, and they don't like that
either. So they have to just sort of eat this for a while, maybe a long
time. And | don't think they like it one bit.

So those are down sides for them. But the upside is that they are
able to advance their economy and influence in the region, and I think
how significant is this? This is economic advancing, which they do
for a variety of reasons, not just to spread their influence, but they
have to keep their economy going. They have to keep stability on the
periphery. They have to isolate Taiwan. They have a whole list of
goals that they do in pursuing this.

But spreading their influence is part of that, and does that come
at the expense of the United States? | don't think very much actually,
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but they do do that through trade and through diplomacy, adroit win-
win diplomacy.

But there are other ways of looking at this, which show that this
advance while significant is not overwhelming, and so is this going to
put China in a position to call the shots in Asia, to be the kingpin, to
be the godfather of Asia, you know, this kind of thing?

No way. And you mentioned India. When | interview
government officials throughout the periphery of China, they're all like
India in one sense. They want to be independent. They don't want to
be dominated by China and they're focused on this. They're very
focused on this issue, that China is the rising power. They're focused
on this.

And so they are very wary. So they cooperate with China in all
these areas where they can cooperate because it's advantageous
economically and so forth. But at the same time they do what many
people call hedge--contingency planning--and they're all doing it.
Laos doesn’t do it much, but most of the others are doing it. And
we're a big part of the hedging. They want the Americans to be here,
be right here next to them, as China rises.

VICE CHAIRMAN BARTHOLOMEW: Just in case.

DR. SUTTER: We're big and we're powerful, and so at the end,
what does China get? It gets what it wants immediately, which is
economic progress, stability at home, legitimacy for the administration
in China, and keep the system working. That's the main thing they
want.

Do they want to dominate Asia? Maybe. But is that really the
driver of what they're doing? 1 don't think so. | think they're trying to
deal with contingencies, keep themselves in power and advance their
comprehensive national power. But they have to look further out for
any sort of situation where China will be dominant because the U.S. is
there, and it's a real pain in the neck in a lot of ways, and it's not
going away.

This is how | see it anyway. And | get confirmation by, not so
much by reading U.S. media or--Western media gets very excited about
China's rise--but by talking to officials in the region off the record,
and there you get a very different perspective.

HEARING COCHAIR FIEDLER: Thank you. You said--1'm
going to ask a question myself--you said--1 think the exact quote was
that "China is not satisfied with its sovereignty situation.™

DR. SUTTER: Uh-huh.

HEARING COCHAIR FIEDLER: Can you get specific? What
are they not satisfied with vis-a-vis sovereignty?

DR. SUTTER: The head of the list is Taiwan.

HEARING COCHAIR FIEDLER: Okay.
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DR. SUTTER: They want Taiwan to be part of China for a whole
range of reasons. They have sovereign claims to the South China Sea
or the islands in the South China Sea. AIll that is Chinese territory. |
mean that's, they want that at some point.

The claims and differences they have with Japan and the sea
claims as well as the Senkaku and Diaoyu Islands. It's very important.
So territorial claims. AIll of China's territorial claims they feel are
legitimate and should be respected and that's a goal of the Chinese
administration.

A second goal that deals with the concept which this hearing is
focused on, on sovereign space, they don't want to be in a position
where a big power is dominant around their periphery. Now this is
derived--they don't say this--but this is derived from the record.

Just look at what they've done, and this isn't just Mao Zedong.
Mao Zedong obviously challenged the United States in Asia and
challenged the Soviet Union directly. And he risked nuclear war with
both powers many times to do this.

But Deng Xiaoping did it, too. When the Soviet Union was
dominant in surrounding China, that's what, day-to-day, that's what
Deng Xiaoping was focused on in foreign affairs--how to deal with the
Soviet threat. Remember the Soviets were in Vietnam, they had a
relationship with India, they had a very active fleet along the
periphery of China, as well as all along the Sino-Soviet frontier.

He worked very hard to deal with this. Now that ended with the
Cold War ending, but following that was the United States, which was
very obnoxious from the Chinese point of view after Tiananmen,
pressuring the Chinese in the core area of interest of China--this is
their legitimacy of the regime--saying you got to change your political
system, and the Chinese say that's what we're here not to do.

That's sovereignty. That's internal affairs, and the U.S. is seen
as this kind of an adversary by many in China over the years, and so
this, if the U.S. has the ability to do something about this, it's because
it's often around the periphery of China, from a security point of view
and an economic point of view, but particularly security, and so they
resist that as well.

HEARING COCHAIR FIEDLER: What are the most substantive
and volatile sovereignty issues between China and the United States
directly?

DR. SUTTER: Today Taiwan is the most important one with the
U.S. supporting Taiwan's separate status and security vis-a-vis the
pressures from China.

HEARING COCHAIR FIEDLER: Second?

DR. SUTTER: Now the second | would put is the U.S. pressure
on China to change its political system. This is a direct affront to
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Chinese sovereignty. You could talk about economic pressures to hold
China back so that it doesn't have the right to, doesn't have a free path,
as it sees it, to economic growth and development, and I'm sure there
are other things that you could see, but those are the main ones.

And behind them is the U.S. relationship with Japan, which is
very supportive of, of course, Japan's position, and how the U.S. looks
at this relationship as a way of giving the United States strategic
position in Asia which is very useful for dealing with rising China.

HEARING COCHAIR FIEDLER: How do you view our
differences in our view of space sovereignty?

DR. SUTTER: These are differences. This goes back to the
basic point that China doesn't like the U.S. being the dominant power
in the world and the U.S. controls the commons. It controls space, it
controls the sea, it controls the air, in common areas of the world, and
China doesn't like that one bit.

But that is not high, | think, on the list that they're prepared to
deal with today, but this is a multipolar world which China ultimately
hopes to achieve would have the United States being only one of many
powers that would have influence over these kinds of issues. So, yes,
this is an issue for China. It's been an issue for a long time, but it's
not one that they put high on their list except at various--sometimes
they raise it, but it's not that high on their list.

HEARING COCHAIR FIEDLER: [I'll come back to that. Yes,
Commissioner Slane.

COMMISSIONER SLANE: Thanks for your testimony. Do you
see pressure being brought regarding their environment and trying to
do things to start to clean it up?

DR. SUTTER: The pressure on China from the environment, |
think, is enormous. | guess the word is "sustainable development.”
How do they have sustainable development?

The leaders of China articulate a position that they understand
that this is a very difficult proposition for them and that they have to
do something about it, and they have to do it soon, and so that's the
intention.

But what I'm waiting to see is will they actually do it? And the
reason I'm a little skeptical about this is that many of you remember Li
Peng. Remember Li Peng? He was Mr. Environment in China. No,
I'm not kidding. If you go back and see what he said about
environment, it's very similar to what the Chinese leadership is saying
now: we need 1.5 percent of our spending of GDP on environment.
That's what Li Peng said.

That was over ten, that was in the early '90s so how long ago was
that? 15 years ago--they've been saying this. So I'm waiting to see
will they spend 1.5 of GDP on environment?
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The reason they don't do this is the tradeoffs. The tradeoffs are
so hard and so here they have a situation. And the main tradeoff is
growth, economic growth, and they need economic growth in order to
develop, but also to make sure stability continues in China. You can
have instability because of environmental issues, but you can have a
lot of instability because of lack of growth. And it seems that growth
wins in these debates in China.

| think the Chinese are still in the midst of this debate, and so |
don't know what they're going to do. At the National People’'s
Congress, | know what they're saying as a result of the 17th Party
Congress and things that; they emphasize this and they say there's a lot
more emphasis on this. We're going to do a lot more and this sort of
thing, and yet where's the money going to come from? So Il try to
watch the money. And | haven't seen it yet. There's some, but I
haven't seen it yet. And some of the benchmarks I'm looking at are the
following:

Number one, | mentioned earlier, energy. They've gotten
themselves into a situation over the last six or seven years where state-
owned enterprises that are involved in high energy use have become
very prominent and have grown a lot and they seem very important for
the economy. And so the energy use in China has ballooned by
industry. This isn't Chinese people getting in cars and burning oil.
This is industry.

This took them by surprise. Will they stop this? How do they
stop this? Well, if they stop it, those state-owned enterprises are
going to have unemployment or less employment, less growth. Will
they do that? I'm really watching to see if they will do that.

The second thing is energy efficiency, the use of efficiency. As
you know the efficiency of use in industry in China is very, very poor.
They could save a lot of energy and help the environment by putting
in the inputs that would make their energy use much more efficient.
Do they do that? Not yet. Some.

But it's costly to do that and they don't have the money, | guess,
to do this, or they don't give the priority to spend the money to do this
sort of thing. So I think we really do need to watch the fine print.
This is a little nerdy. You have to look and see what they're doing and
so forth, but if you don't do this, and you just take their declarations at
face value, then | would give you Li Peng's remarks in '92. Look at
what he said, too.

I would just watch this carefully and so my sense is it will be
gradual. We're not dealing with a leadership that seems to have tight
power. We're dealing with consensus type of decision-making. Hu
Jintao is obviously first among equals, but he's not dominant. And so
he has to deal with these people that have important interests in these
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